 ,'determjped,Ihat'9ou;do' _
“..reasons’ {or this’ conclusion.;

S e AT
The evidence, submitted-indicatesitha

under: the ,1aws of

. organized under;the nonp
i for charjtable and publig:pur
‘include

(B

en{
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You indicate in your application that your activities are equally divided
between conducting monthdy village gatherings and council gatherings. This
activity is being presented as a radio show entitled "SENEESENN. to odiCAta
the community on (NS holistic lifestyle/community issues, resources and,
solutions found in books.” A second major activity which is currently .
scheduled to start in I il1] be "to operate a food/massage and
personal care activity." . S

You state in your application that a corporation named WEEEE® serves as a
marketing umbrella for two for-profit businesses, pnEESESEEN and (SR
@ 2nd the non-profit corporation NN I formation
submitted in your application states that Ny, OR is "a national
non-profit organization which symbolizes as understanding of how to balance
the mind, body, spirit, technology, bui1ding"andﬁ1and.f’ You also state that
this organization is a " consortium of concerned citizens, architects,
engineers, entrepreneurs, therapists, construction managers, ministers,

artists, computer programmers, and educators'and'that_Iqlllllllbelievas in the
power of ashe, the creative power from the Spirit to make things happen. "

I 4
Information provided regarding the purposes of SO inCGicates that
this entity is incorporated in as a sole proprietorship

and operates out of @uENEMSNNS under the

corporation laws of

Ll e

In a brochure submitted with your original application, you show several
organizations including churches, radio stations’and other entities as
“clients” of This brochure also indicates that "Gugm
is a division of _ N a national,
nonprofit organization which symbolizes an understanding of how to balance the
mind, body, spirit, technology, buildings and land."™

iS';i'ﬁdbrpbrated under the business
and operates under SN

and is owne'd'_ by G an officer of

You further indicate in your application thaf f'the1<-:1..ients are a mixture of
paid ciients from the for-profit group and clients for .

which has donated volunteer services."

With regard to your board of directors, you indicate that “The board members
are all family members who were committed to the organization at inception,
but thz' you are open to adding more bcard members." You expect to add )
¢¢eral new members as “advisors" in the near. future but have not provided any

Jetail on what dutiez or responsibilitias these individuals will have within
the 2 janization. ‘

* .. -oposed budgets for SENER and @B indicate that you expect to receive
SR from possible donations and Pay expenses as follows:

Advertising
Utilities/Phone
Professional Services
Supplies

D HPH OB
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Food/Catering -
Site Rent > —
Printing

federal income tax for organizat1onsth1¢hﬂAFQ¢Qrgahized:and operated

exclusively for charitable, re]igioqs,j@ndﬁédUCatiqﬂh]”purposes, no part of
the net earnings of which inures to the benefit of “any private shareholder or
individual. R SRR

Section 1.501(c)(3)~1(a)(1) of the Income -Tax Regulations provides that in
order to qualify for exemption under.sqctiohjSOI(c)(S),,an organization must
be both organized and operated exc]usiyely]fgqune;o;rmOrevexempt'purposas.
Failure to meet either the organizational .or-operational test will disqualify
an organization from exemption under section 501 c)(3).. -

Section 1.501(c)(3)-1(b)
organization is organized

h;orgéan

Section 1.501()(3)-1(b)(iv) of the Income Tax Regulations ‘states that an
organization is not organized exclusiye1y'tchone‘or:mqre exempt purposes if,

by the terms of its articles, its purposes
Specified in saction 501(c)(3). R

is not organized exclusively for one oﬁfmqre;eXempt‘burposes unless its assats
are dedicated to an exempt PUrpose. An organization's. assets will be
considered dedicated to an exempt purpose if, upon dissolution, such assets
would, by reason of a provision in the organization’s articles or by operatinn
of law, be distributed for one or more exempt“purpqses,;or,tu’the Federal
government, or to a State or local government, -for a public purpose.

Section 1.501(c)(3)-1(d)(1)(ii) of thethédme_TaX’Regu1ations states ‘that an
organization is not organized or.operatedvfor;any;purpose under section
501(c)(3), unless it serves a pub]jc'rather‘than%a,private interest. Thus ‘o
meet the requirements of this subparagraph, 1t is necessary for an organ-
ization to establish that it is not organized or operated for the benefit

of private interests such as designatad‘individuals,fthe creator or his
family, shareholders of the organization or'pqrsons'cOntro11ed,.direct]y or
by such private interests. TR R




Section 1.501(c)(3)-1(d)(2) of the~Income'Ta;ﬂRegu]ations states that théﬁiérm
“charitable" js used in %ection 201(c)(3).in {itg generally accepted legal™
sense. The term includes: relief of the Poor and distressed or of the

the burdens of government: and promotion of ‘social welfare by organizations
designed to accomplish any of the abovgwpurposes;.or (i) to lessen
neighborhood tensions; (11) to eliminate prejudice or discrimination; (iii) to

Organizations that are organized and operated on a non-profit basis do not
aiways qualify for exemption under section 501(c)(3). The fact that an
organization does not make a profit is not the determining factor.

See United States v. LaSociete Francaise de Bien Mut,, 152 F. 2d 243 (gth
Cir. 1945), cert. denied 327 u.s. 793 (1946): Hassett v, Associated Hospita)
Service Cor ration, 125 F, 24 611 (1st Cir. 1942(, cert. denied 316 U.g, 672
(1942): Baltimore Health and Welfare Fund V. Commissioner, 69 T. C. 554
(1978): and 8.S.w. Group, Inc, v, Commissioner, 352 (1978).

exemption under this section, the applicant organization has the burden of
proof to show that (1) it ig organized and operated exclusively for a purpose

of propaganda or otherwise attempting to influence legislation or engaging in
political activity., see Kenner v, Commissioner. 318 F. 2d, 632, 7th Cir.
) X

Revenue Ruling 67-325, 1967-2, C.B., 115, citing a legal Principle discussed

not merely for a benefit of a class of persons.” A trust is consideread
Charitable because it relates to alj inhabitants of & particular community and
not to any ciassification of such inhabitants or any group by distinction of
race, creed, socia)l rank, wealth, Poverty, occupation or business. "
Restatement, Trusts sec. 1375 comments a8 and ¢ (1935: Restatement (Secondz.
Trusts, sec._§z§_ggmm§gt a_(1959). '

In Baltimore Health and Welfare Fund v, Commissioner, 69 T.C. 554 (1978), the

court held that an Organization that Operated on a nNon-profit basis but whose
activities served the private interests of its membership rather than the

interests of the genera) public was not entitled to exemption under section
501(c)(3).
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The court also ruled that since the organization provided substantia)

benefits to its members, it could not be exempt under this Section because it
Operated for a substantial non-exempt Purpose. :

In Internationa) Postgraduate Medical Foungggign»v, ngmiggioner, 56 TIM 1140,
the court considered the exempt sto us of an.organization whose activities

were co-mingled with a for-profit bisiness. - The court stated that “"when gz

———

—

activities of a relateq non-profit exenpt organization are carried on, the
latter organization is not Operated exclusively for exempt PUrposes within the
meaning of section 501(c)(3) even it if furthers other Axempt purposes, "

Section 501(c)(3). The court held that “while the second purpose of the

- organization was Charitable, the first Purpose clearly was not.” Since #he
Oorganization did not meet the organized and Operated exclusivaly for
charitable purposes requirement, it did not qualify for exemption under
section 301(c)(3). ' '

In Randal} Foundation v. Riddell, F. 24 803, (8th Cir. 1957), an organization
was established to Operate as a nhonprofit charitable foundation, Income to

With regard to the organizational test under section 501(c)(3), your Articles
of Incorporation state that "Thig Corporation is a nonprofit public banefit
cerporation and is not organized for private gain of any person. It is

1. Research and development on sustainabiIity in rural ang urban
communities;

2. Develop a venus to explore and discover personal development,
holistic health fron an africentric/mu]t1cu1tura1 Perspective: and

3 Work in conjunction with other sisters and brothers in other
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These purposes, as dgscribed » your Articlec of Incorporation are not -
described in the definition of charitable as stated in section

In addition, these Purposes are broader than those permitted by section
501(c)(3) and do not serve an unidentifiable’charitable class as discussed in
Revenue Ruling 67-325. Therefore, we have determined that you do not meet the

With regard to»the operational test required to be exempt th}s sectionyg the
applicant organization must demonstrate that:

1. It is operated exclusively for charitable and Other stated
purposes;

That no part of the net earnings of the organization inures

to the benefit of any private shareholder or individual, officer,
trustee, director or any other private person;

~

3. That the organization serves exclusively public rather than
private interests; g

4, That the organization is not operated for a substantial non-exempt
purpose.

You state that to date your primary activity has been to conduct a weekly
radio show where various authors present programs based on the commercial
books they have published. The Program schedule for these broadcasts shows
that the broadcast format is held by copyright in the name of

for-profit corporation benefits substantially from the manner in which the
activities of a related non-profit exempt organization are carried on, the
latter organization is not operated exclusively for exempt purposes within the
meaning of section 501(c)(3) even if it furthers other exempt purposes.”
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The second requirement&of the operational test requires that “no par: oTthe
net earnings of the corporation inure to the benefit of any private .
individual.” The fact that your operations involve both a commercial trade or
business and a non-profit organization and that the broadcast schedule is
protected by copyright to the commercial entity causes the net earnings of the
corporation to benefit private individuals such as officersh treators or

directors of the corporation which precludes exzmption under section
501(c)(3).

The third requirement of the operational test states that an organization
exempt under section 501(c)(3) must be operated exclusively for public rather
than private iiiterests. T.e fact that your current board members are related
family members indicates that your activities primarily serve the private
interests of a limited group of individuals rather than the broad interests of
the community at large which is required to be exempt under section 501(c)(3).
As stated in Baltimore Health and Welfare Fund, an organization's activities
must serve the public interests of the entire community rather than the o
private interests of a Timited group of individuals.

The last requirement of the operational test is that an organization cannot be
Operated for a substantial non-exempt purpose. Evidence submitted in your
application indicates that the activities of @B are directly involved with
the operations of two commercial businesses. You indicate in your apnlication
that funds for gy have come from “clients of " and other
sources. Your proposed expenses for R show $Eapmm budgeted for
Advertising, Utilities/Phone, Professional’Services, Supplies, Food/Catering,
Rent and Printing. These expenses are normally incu. red by a corporation
operating a commercial trade or business. While you claim that you are
organized and operated for charitable purposes, there is no evidence in your
proposed budget that you expect to spend any of your financial resources for
charitable grants or provide assistance to individuals in need.

In Randall Foundation v, Riddell, the court stated that "a corporation which
in its inception engages in trade, ousiness or speculation and has a vague
Charitable design does not ccme wihin the terms of the statute.” For the
reasons stated above, your activities serve a substantial commercial purpose
which precludes exemption under sestion 501(c)(3).

Since you have not met your burden of proof to show that you meet the
organizational and operational tests of section 501(c)(3), we have concluded
that you are not entitled to exemption under this section. In accordance with

this determination, you are required to file federal income tax returns on
Form 1120,

Contributions to your organization are not deductible by donors under sections
170, 2106, 2055 and 2522 of the Code.

T AN
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In accordance with section 6104(c) of the Code, a copy of this letter will be
sent to the appropriate state officials. -

If you do not agree with this determination, you may request consideration of
this matter by the Office of Regional Director of Appeals. To do this, you
should file a written appeal as explained in the enclosed Publication 892.

Your appeal should give the facts, law, and any other information to support
your position. If you want a hearing, please request it when you file your
appeal and you will be contacted to arrange a date. The hearing may be held
at the regional office, or if you request, at any mutually convenient district
office. If you will be represented by someone who is not one of your
principal officers, that person will need to file a pcwer of attorney or tax
information authorization with us.

If you don’t appeal this determination within 30 days from the date of this
letter, as explained in Publication 892, this letter wil]l become our finaf
determination on this matter. Further, if you do not appeal this determination
in a timely manner, it will be considered by the Internal Revenue Service as a
failure to exhaust administrative remedies. Section 7428(b)(2) of the Code
provides, in part, that “A declaratory judgment or decree under this section
shall not be issued in any proceeding unless the Tax Court, the Claims Court,
or the district court of the United States for the District of Columbia
determines that the organization involved has exhausted administrative
remedies available to it within the Internal Revenue Service."

Appeals submitted which do not contain all of the information required by
Publication 892 will be returned for completion.

If you have any questions, please contact the person whose name and telephone
number are shown in the heading of this letter. '

Sincerely yours,

District Director

Enclosure: Publication 892

cc: State Attorney General (il




